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Cuxrent Actlvity

SAT (Pacific Divisioa) assets sre currently committed ¢0 a Militaxy
Alriify Commend (LAC) contract and suppest of the Clandestine Sexvices .
This latter suppert is refiected ia FE Division's statemment of zequirements:
"SAT (Pecific Division) opsxstions through the Far East presestly maks &
relatively small bt sigaificant contrilntion to FE Division air suppoxt.
This suppert is ia the form of logistiss 1iRt between Okinawa and Southeast
Asis and in the way of discrest movement of projest perseansl, cargo, and

| | 'The guideline oz goal of the Depaxtment of
Defenss is that carriers should have 60% commercial business and 40%
military. This allows for a reserve capacity for MAC contracting in the

svext of an emeirgency.
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Necessity

_|ts based solely on
costingenciss. I is necessary, however, ia exder to retain the Supplemental
Certificate of Convenisace and Necessity by which SAT (Pecific Divisien) is
able to opsxate ia the Far East. The Pasific Divisien camnot continus to
function without ]

Financing

Lockheod has agresd to sccept the two DC-7's on a turn-in basis
aad to fimance the purchase of one 1.-100~20 on & seven yesr payout. The
second L-100-20 would be purchased by Air America with money borrowed
from the Manxfagturers Hesover laak and Trust Compeny. The aircral
would then be leased to SAT. &k will be recalled that the B-727 aiveraft
were purchased with funds borrowed from the Manufasturers Hamnover
Bak and Trust Company. Air America in that instance had $19 million
of borrowing authorizstion and this has heen reduced through paymeats to
about $5 3/4 million at this time. Existing and anticipeted business| |
_ |indicates that the purchass of these twe alrsraft ¢an easily
be paid «ff in the next ten yesre with adequate samual income after taxes .

Assesament of Political Risks

The asquisition of two L-100-20 aiscxaft s & one for one replacement
of obsalets equipment. Lockheed is manufacturing 70 of these airesaft so
that two in opexation by SAT will act be.overly conspitwous . Indeed, continuing
opsration of the ohsolete DC-7's may attract more attention. As to the com-
pstitive posture of SAT, the istroduction of much mexs sfficient equipment will
increase their commercisl pesture. There is uo intest, and indeed SAT will
assidwously avoid, eutering the highly compatitive passengsr chester arens .
SAT has gained considerable expertise in the transpert of livestock whish is
business that is net eagenly sought by other carxiers. The imduetsy ferecast
of the growth of air caxgo business indicates that the market will be expanding
as fast as the air facilities to mest &t. This mesns that the aggressive supple-
mental carziers will be ahle to focus on new business for expansion rather
than being everly coacerned about taking business from competiters. On
balance, we considar the political xisks to be small,




Atachments:

A. SAT Stx Months Report - January through June 1966, 67, and 68
B. Memorandum for Chairman, ExComAlr fm Chisf  |ded 27 May 68

C.1 L.~100-20 Opsrating Forscast
D. SAT Cash Flow Projectioa for Ten Years
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